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KEY ECONOMIC INDICATORS: SYRIA 


In Millions of US Dollars 
1973 1974 1975 ; Shange 
Income and Production 974- 


GDP (constant 1963 prices) 1,900.8 2,262 2, 5360s7a. “+ 12% 
Population (millions) 6.9 : 7.58 *3.4% 
GDP per capita (in US dollars) 275.9 oe 345.4 +8.8% 
Agricultural Production ('000MT) 
Cotton 404 386. 415b +7 .4% 
Wheat 593 1,630 1,550b -4.9% 
Barley 102 656 597b - 9% 
Tobacco 10.9 10. 41.5D. +13,8% 
Olives 7S 215 168b - 22% 
Sugar Beets 152.4 138. 197b + 42% 
Industrial Production ('00OOMT) 
Petroleum 5,543 6,426 9,500c 48% 
Phosphate 74. 650 875c 35% 
Cotton and Silk Cloth 20.5 SW SIC 5% 
Cotton Yarn 238.5 30. 34 12% 
Electric Power Production 
(millions of KwH) 1,154 1,366 1,670c 22% 


Money and Prices 


Money Supply 1,040.2 1,510.7 1,652.9d 
Total Public Debt(excluding defense) 441 702e N/A 
Budget (excluding certain defense) 

expenditures) 935 1,775 2,860 
Inflation Rate N/A 37%b 30%b 
Cash Reserves (specialized banks) 92 178 113d 
Deposits (specialized banks) 341 630 740 


Balance of Payments and Trade 


Gold and Foreign Exchange Reserves 530 860 590a 
Balance of Payments +315 +161 +285a 
Exports (f.0.b.) 366.8 729.8 934.5a 
US Share 5.8 22 7.4£ 
(1.6%) (.3%) (.8%) (+167%) 
Imports (c.i.f.) 641 1,210 1,482a + 22% 
US Share 20.7 39.6 127.8f +223% 
(3.2%) (3.3%) (8.6%) (+1613) 
Balance of Trade -274.5 -406.6 -547a - 35% 


Exchange rate during reporting period, US $1.00=3.65 Syrian pounds. 
Pound was devalued on April 24, 1976 to US $1.00=3.90 SL. 


Source of all statistics, unless otherwise noted: Syrian Arab Republic/ 
Office of Prime Minister/ Central Bureau of Statistics, Statistical Abstract 
1975 (Damascus, 1975); 

a. Central Bank of Syria est.; b. Embassy est.; c. Central Bureau of 


Statistics; d. June, 1975: Central Bank of Syria Guar teriy Bulletin 1975 
wor. 335, m0. 2: e. {BRD est.; £. US Departnent of ommerce. © — 





Syrian Arab Republic 


SUMMARY: Syrian economic development, stimulated by foreign 
assistance and higher prices for Syrian exports, has rapidly 
increased since the October, 1973 war. Under new, more 
pragmatic leadership, Syria has sought to diversify her 

foreign markets and sources of capital and expertise, hitherto 
dominated by the socialist countries. Contrary to previous 
policy, she now welcomes American enterprise in developing 

key sectors of her economy, including petroleum, phosphates 

and other minerals, textiles, and agriculture. Although 
presently at a disadvantage to their European and Japanese 
competitors in offering attractive commercial financing, 
American firms are finding a promising market in Syria, especially 
in petroleum equipment and services, irrigation and agricultural 
technology, vehicles, and a wide variety of non-electrical 
equipment and machinery. END SUMMARY. 





CURRENT ECONOMIC SITUATION AND TRENDS: 


The ascension to power of General Hafez al-Asad in 
November, 1970 put an end to the chronic political instability 
and economic stagnation which had plagued Syria since independence 
was gained in 1946. Asad has been president five years, longer 
than any of his predecessors. His regime has been marked by 
a relaxation of internal tensions, a certain pragmatism in foreign 
policy, and rationalism in economic planning. The October, 1973 
war with Israel demonstrated unprecedented Syrian political and 
military cooperation with other Arab states; the results of the 
war instilled most Syrians with pride and strengthened the 
credibility of the regime. War damage was quickly repaired, and 
relations were restored with the United States on June 16, 1974. 


Since the 1973 war, the Syrian economy has rapidly 
expanded, thanks to generous grants and loans from oil-producing 
Arab states and Iran, higher prices for Syrian exports such as 
petroleum and phosphates, and a large measure of sound and 
professional economic planning. GDP increased 25% (in constant 
1963 prices) from 1973 to 1975. Economic development needs 
occasioned a sharp rise in imports, and Syria's trade balance 


fell deeper into deficit; she maintains, however, a healthy 
balance of payments, resulting largely from large transfers from 
other Arab states. 


Syria seeks to make maximum use of these transfers and 
loans ($1.68 b. estimated from all sources in 1974)-- the majority 
of which devolve to her as a "confrontation state" against Israel-- 
to build a strong economy which will sustain itself and continue 
to grow when the flow of such outside funds diminishes. Her 
long-range planning is solidly grounded on the concept of develop- 
ing existing resources and supporting infrastructure, including 
transportation, ports, electric power, and communications. 
Accordingly, she has invited for the first time since the late 
1950's western 0il companies to assist expansion of her increasingly 
important petroleum industry (1975 production: 9.5m tons) and has 
raised production from her extensive phosphate deposits (875,000t. 
in 1975). Blessed with extensive arable lands, much of which 
liesfallow, and a relatively low, if rapidly growing, population, 
Syria has launched an ambitious plan of irrigation and land 
reclamation, centering around the giant Tabqa Dam on the Euphrates 
River, which aims to increase food and cotton production and in 
the long run to enable her to become a major food-exporting nation. 
Syria is expanding and modernizing her already well-established 
textile industry. Finally, by building modern hotels and other 





tourist facilities and by expanding her national airline, 
Syria hopes to draw an increasing number of visitors to 
enjoy her natural beauties and the well-preserved remains 
of Roman, Byzantine, and Arab cultures. 


This is a sound plan, the success of which depends 
on a number of factors: the absence of war, continued internal 
stability, development of a trained cadre capable of executing 
and administering the economic development of the country, and 
a continued inflow of foreign money to help pay for the necessary 
imported goods and services until such time as the Syrian 
economy generates enough earnings to take off on its own. 
Dependent to a large extent at this stage of her economic develop- 
ment upon foreign largess, the Syrian economy is vulnerable 
to outside political pressures. At this writing, USAID financing 
of certain Syrian development projects has been delayed by a 
US presidential veto of the 1976 Security Assistance Bill, an 
Iraqi decision to cut off the flow of oil through the pipeline 
carrying Iraqi crude to a Syrian refinery and port will cost 
Syria valuable foreign exchange ( see page below), 
Syria's involvement in the Lebanese civil war has been a continuous 
financial drain, and there has been a slowdown in assistance 
from Saudi Arabia and Kuwait. Shortages of money and expenditures 
are requiring Syria to reexamine some of her economic development 
priorities. The 1976 budget was announced at $4.52 billion 
(including $2.9 b. for economic development), but in fact may be 
trimmed back to as low as $2 b.; no revised budget figures as 
yet have been published. Publication of Syria's Fourth Five Year 
Plan (1976-80), originally estimated at about $16.4 b., has been 
delayed for several months as government planners reconsider their 
priorities in view of possible shortfalls in foreign grants and 
loans. More efficient planning and resource utilization, however, 
can help overcome the effects of reduced means. Even more 
important for Syria's continued development is the training of a 
cadre of administrators and technicians competent to run the 
economy of the country once the foreign technicians go home; 
cognizant of this need, the Syrian government, in addition to 
expanding and improving its own educational facilities, usually 
requires foreign bidders on official tenders of major projects 
to include training programs in their offers. Finally, continued 
Syrian economic development depends on a healthy political climate 
which will encourage foreign capital and expertise to make a 
stake in Syria's future. 





Petroleum: 


Petroleum has rapidly become Syria's principal export; 
long-range economic development plans are keyed to continued 
development and expansion of the petroleum sector as a foreign 
exchange earner. From modest beginnings in 1968 (one million 
tons) production reached 6.4 m. metric tons in 1974, as petroleum 
replaced textiles as Syria's most valuable export ($ 451 m.). 

War damage to the Homs refinery was quickly repaired; old equip- 
ment was replaced by new, financed by transfers from friendly 
Arab states. Production in 1975 attained 9.5 m. tons, just 
short of the projected 10 m. ton goal. In her efforts to expand 
production and adopt western petroleum technology and equipment, 
Syria has recently invited western oil companies to bid for 
exploration and production service contracts -- an important 
departure from her earlier policy of restricting petroleum 
development to partnership with the Soviet Union and Eastern 
Europe. Tripco, an American consortium (Tripco Petroleum Co., 
American Express, Reserve Oil and Gas, City Investing Co.) on 
May 8, 1975, signed a phased 26-year offshore prospecting contract. 


Refining capacity has kept pace with production. The 
Homs facility has been expanded since the 1973 war to a capacity 
of 5.4 m. tons per annum. The Romanians are constructing a 
$274 m. refinery (using some $30-40 m. worth of US equipment) at 
Banias, with an annual throughput capacity of 6 million tons of 
crude; the refinery is scheduled to go on stream in 1978. 


At present, Syrian crude production is concentrated in 
the extreme northeast of the country, hard by the Iraqi frontier. 
Three fields -- Rumeilan, Karatchuk, and Suewidiyeh -- are well 
developed; a fourth -- Jbeisseh -- was opened in 1975, and a fifth, 
at Aliane, began production in May, 1976. The fields are connected 
to Homs and the port of Tartous by a Syrian pipeline (capacity= 
14.5 m. tons per annum). Virtually all the crude is low gravity 
(17° API) and high in sulphur content (the promising new Jbeisseh 
field --est.50m.tonsrecoverable reserves -- is 40.50 API, 0.62 
sulphur content), and is exported to West Germany and Italy for 
refining into petrochemicals and asphalt. The Homs refinery, 
lacking extensive desulphurization equipment, is economically 
capable of refining a mixture of 20% Syrian - 80% higher-quality 
Iraqi crude. 


Syria has benefitted by an arrangement with Iraq which 
permitted her to export nearly all her own crude production at 
market prices and to refine for domestic use Iraqi crude at 
advantageous rates. Under a transit agreement regulating the 
Kirkuk-Banias pipeline (capacity 1.4 m b/d), Syria purchased 
Iraqi crude at $3.05/b, in addition to collecting a $0.41/b 
transit fee. These arrangements terminated in December, 1975. 





Negotiations over a new agreement have been delayed by a wide 
divergence of views over rates and prices and exacerbated by 
the political tension between these two countries ruled by 
rival wings of the Baath Party. In April, 1976, Iraq, having 
completed an alternative pipeline from her Kirkuk fields south 
to the Gulf and pushing forward on a second pipeline through 
Turkey to the Mediterranean, cut off the flow of oil in the 
trans-Syrian line. If this stoppage persists, Syria will not 
only lose her transit fees ($138 m. in 1975 according to the 
Central Bank of Syria), but will be forced to buy foreign crude 
at higher prices; annual losses could run as high at $360 m. 


Phosphates: 


Syria has phosphate reserves estimated at 500 million 
tons. Production began in 1971 (20,000 tons), and under the 
stimulus of rapid price increases, attained 857,000 tons in 
1975 (considerably short of the government's goal of 1.3 m. 
tons); Syria hopes to produce 3 m. tons a year by 1980. Existing 
production is concentrated in three plants (2m. tons annual 
capacity), built with Romanian, Polish, and Bulgarian assistance, 
near Palmyra, in central Syria; the processed rock is trucked 
to Tartous for export (phosphate rock exports were valued at 
$8.6 m. in 1975). A railway from the phosphate deposits to 
Tartous is scheduled for completion in 1978. 


Syria has at present no facility for converting phosphate 
rock into triple superphosphate fertilizer. Romania has 
contracted to build one TSP plant (450,000 t. capacity) in Homs 
and has just agreed to build a second plant (200,000 t. capacity), 
under an Iranian cash dollar credit, at Deir'ez-Zor, in eastern 
Syria. Syria's only existing fertilizer plant is a nitrogen 
facility in Homs, which produced about 90,000 tons in 1975; a 
second nitrogen fertilizer plant will be built by the French 
company Creusot-Loire and a large ammonia-urea plant is planned 
for Homs. Syria imported $20.9 m. worth of fertilizer in 
1974. 


Textiles: 


Syria has long been known for the quality of its textiles; 
in the Middle Ages Damascene cloth was prized in Europe and 
Persia. Most private firms of this ancient industry were nationa- 
lized in 1965 and two years later were reorganized into 13 large 
state corporations. Some private ownership continues, notably 
in the weaving industry, but the textile industry as a whole is 
guided by the public firms. Syria is the Arab World's third 
largest producer of cotton (after Egypt and Sudan), and its ginned 
cotton and textiles were the country's leading industry (in terms 
of value) until overtaken by petroleum in 1974. 1974 exports totaled 





143,368 tons worth $267m. (of this total, ginned cotton constituted 
78% of value); this was about 32.8% of the value of Syria's 

1974 exports (down from 52.5% in 1973). The Soviet Union, China, 
and Czechoslovakia are the principal overseas buyers. Syria also 
imports textiles (242,000 tons worth $11.5m. in 1974), mostly 
semi-finished goods. 


The Syrian textile industry employs 166,000 workers; 
manufacturing units, concentrated in Damascus, Homs, and Aleppo, 
contain 271,000 spindles and 3750 looms. An ambitious expansion 
and modernization program began under the Third Five Year Plan 
(1971-75) and will continue under the Fourth Five Year Plan 
(1976-80). Nine large projects are under way or projected which 
would increase to 60% the proportion of Syrian ginned cotton 
consumed in local industry (75-90% of cotton produced is presently 
exported) and would add 432,000 spindles to existing production 
capacity. China, Czechoslovakia, UK, West Germany, Yugoslavia, 
Japan, Hungary, and France are assisting in this expansion program. 


Agriculture: 


Two millennia after Syria was the grainery of the Roman 
east, agriculture today is still of primal importance in the 
Syrian economy. About half of the Syrian population is directly 
or indirectly employed in agriculture; the soil yields about 
22% of the nation's GDP. Agricultural exports totaled $251m. 
in 1974; cotton exports -- mostly to the Soviet Union, China, and 
Czechoslovakia -- accounted for 80% of this amount. 


As the same time, Syria is a net importer of food. 
Agricultural imports (mostly raw and refined sugar, rice, wheat, 
and flour) totaled $345 m. in 1974. Syria's principal agricultural 
suppliers are France, China, Poland, Czechoslovakia, and Brazil. 
The United States sold $45 m. worth of agricultural goods to 
Syria in 1975 (just over one-third of the total US exports to the 
country), mostly wheat, rice, feed corn, leaf tobacco, and soybean 
meal; half of the wheat and all of the rice were sold under 
PL 480 concessionary terms. 


About three-fourths of Syria's 8 m. arable hectares (out 
of a total land area of 18.5 m. ha.) is cultivated, but only 
some 600,000 ha. are irrigated. Almost all the cotton crop is 
grown on irrigated land; the bulk of food crops depend on a rain- 
fall averaging 322 mm*, but subject to considerable seasonal 
variations. Record yields in 1972 were followed by a severe 
drought; many crops have not regained pre-1973 levels (for example, 
the wheat harvest fell from 1.8 m. tons in 1972 to only 593,000 tons 
in 1973; 1975 est. crop was 1.55 m. tons). Excellent rainfall in 


* Average annual precipitation(1968-1974) in the two principal 
agricultural mohafazats (governates). 





the 1975/6 season promises a record wheat crop, with probable 
production of an exportable surplus for the first time since 

1972. Unpredictable rainfall makes planning difficult, and 

food shortages must be made up by costly imports. Another, 
unquantifiable factor affecting yields is the government's 

ability to respond to farmer needs concerning prices, seeds, 
fertilizer, credit, and equipment; these vital farming ancilliaries 
are largely supplied or controlled by the state. 


To ease the farmer's dependence upon capricious rainfall 
levels, Syria has undertaken a vast program of irrigation and 
land development. The goals are to increase food production, 
especially in sugar beets, rice, forage, and food grains, and 
thereby reduce the sums spent on food imports; expand cotton 
production, which would increase export earnings through sale of 
cotton and textiles; and in the long term raise Syria once again 
to the ranks of major food-exporting countries. Public investment 
of $570 m. (or 35%) under the Third Five Year Plan went to 
agriculture and agriculture-related projects; the soon-to be 
promulgated Fifth Five Year Plan (1976-1980) will continue to 
emphasize agricultural development. The Syrian government has 
undertaken or planned a number of large irrigation and land 
development projects in the Damascus region, on the Mediterranean 
coast, in the Orontes river valley (or Ghab region), and else- 
where. By far the most ambitious of these projects is in the 
Euphrates River Basin, where Syria hopes to irrigate some 640,000 
ha., more than doubling her present area of irrigated land. The 
key to Euphrates Basin development is the three-mile long, earth- 
filled, Soviet-built Tabqa dam (also called "Al-Thawra", or 
"revolution" dam). Lake Asad, impounded behind the dam, will 
provide water for irrigation; eight giant turbines will eventually 
generate 800,000 MW (with four turbines already on stream, the 
dam provides 80% of Syria's power). France, UNDP, and the World 
Bank have funded development studies in the basin; Japan, the 
USSR, Bulgaria, and Romania are building pilot projects, model 
farms, providing equipment, and constructing irrigation works. 
These pilot projects, as well as some Syrian state farms, will 
instruct farmers in the use of new equipment, crops, and farming 
methods. 


Complementing the extensive land development program, 
Syria is expanding and strenghtening her agricultural sector 
infrastructure, including transportation and port facilities; 
sugar, fertilizer, and food-processing plants; and storage capacity. 





AID Program in Syria: 


The United States Agency for International Development 
inaugurated an $83 m. economic cooperation program with Syria 
in FY 1975. The program includes a $48 m. loan for the expansion 
and improvement of the Damascus water supply system, $30 m. for 
the purchase of US agricultural and construction machinery and 
other equipment, and $5 m. for feasibility studies and technical 
training. The FY 1976 program is expected to total about $80 m., 
depending on US Congressional appropriations, and will provide 
additional money for the Damascus water supply project, highway 
construction, irrigation development and maintenance in the 
Euphrates Basin, machinery imports, feasibility studies, technical 
assistance in health, nutrition and agriculture, English language 
training, and technical training in the U.S. 


In addition to AID loans, the United States sold Syria 
during FY 1975 75,000 tons of wheat and 25,000 tons of rice on 
concessionary terms under PL 480 ($18.3 m.). A second agreement 
Signed April 20, 1976 will supply Syria with an additional 
50,000 tons of rice (maximum value $11.9 m.); a subsequent 


amendment adds 5,000 tons of vegetable oil ($ 3 m.) and 1,200 tons 
of tobacco ($ 4.3 m.). 





IMPLICATIONS FOR THE UNITED STATES: 


Following the resumption of relations between the two 
countries in June, 1974, American exports to Syria accelerated. 
Syria had suddenly acquired the means to pay for the sophisticated 

oods she had long desired. US sales to Syria jumped from 

39.6 m. in 1974 to $127.8 m. the following year, an increase 
of 222% (Syria's imports from the U.S. in 1975 constituted 8.6% 
of Syria's total import bill). US exports consisted largely of 
wheat, rice, cigarettes, autos and other vehicles (including 
parts), and non-electrical machinery. Thanks to the delivery 
of $105 m. worth of Boeing aircraft to Syrian Arab Air Lines 
and $16 m. worth of General Electric locomotives and parts, US 
sales to Syria in the first half of 1976 will exceed the total 
of the previous year. US-Syrian trade is very much a one-way 
street; Syria exported only $7.4 m. to the US in 1975, mostly 
tobacco, skins, and hides. 


It should be noted, however, that this increase in US 
trade with Syria is almost exclusively in the realm of sales. 
Syrians appreciate the quality of US goods and services and are 
often willing to pay higher prices for them. At the same time, 

US firms have not yet been able to capture any of the large 
turnkey development projects tendered by the Syrian government 

in the past two and half years. (Although the singular Syrian 
brand of "socialism" tolerates a small but flourishing private 
sector -- principally in some areas of real estate, import/ 
export, textiles, retailing, construction, agriculture, tourism, 
and transport -- the public sector is the engine of the economy; 
in most cases, the American businessman will find the government 
is the major buyer of his product or service.) American firms 

of course will play the major role in USAID-financed projects, 

but in open competition against European and Japanese firms, US 
companies have not fared well. The reasons are manifold. First 
of all, despite the relative internal political stability imposed 
by the Asad government, tensions remain high in the region. These 
tensions are particularly felt in Syria, which is at the same 

time still in a state of war with Israel and is situated next door 
to a Lebanon torn by civil strife. A number of visiting American 
businessman have expressed reluctance to invest men and money in 
long-term Syrian development projects until there is an amelioration 
of regional political problems. Secondly, European and Japanese 
firms, often with the close cooperation of their governments, can 
usually offer a more attractive financing package than can their 
American competitors, who often must depend more on commercial 
financing rates. At this writing, both Ex-Im Bank and OPIC are 
considering renewing operations in Syria; loans and guarantees offered 
by these institutions would help make American firms more competi- 
tive. 





Moreover, certain Syrian business practices exasperate 
Americans even with long experience in the Middle East. The 
Syrian bureaucracy can be cumbersome and inefficient. Project 
cost estimates can be highly inaccurate, partly due to inflation 
(est. 30% in 1975) and partly to inexperienced Syrian planners. 
Another problem is that the Syrian government often requires bid 
and performance bonds for government tenders equal to five and 
ten percent, respectively, of the contract price. The Syrian 
government will occasionally tender a project, accept detailed 
bids (costly to prepare and accompanied by a bond) from foreign 
firms, hold the bids for a long period while considering the offers, 
then cancel all bids received and later retender the project. 
Such practices may discourage even the most determined American 
exporter. 


However, rising US sales demonstrate that Americans 
can do business in Syria. US businessmen who have scored successes 
in the Syrian market invariably offer a quality product or service 
at a competitive price and are willing to make frequent trips to 
Syria to promote their enterprise (there is no "resident" American 
business Community in Syria, although there are a few American 
businessmen living temporarily in Damascus working on specific 
projects for which their firms have contracted with the Syrian 
government). Syrians like to do business on a face-to-face basis, 
and businessmen willing to invest the time and effort in personal 
contact with Syrian buyers will often find contract specifications 
and conditions can be negotiated in a mutually satisfactory way. 
American businessmen successful in the Syrian market almost always 
work closely with reputable local representatives. Although 
the Syrian government prefers to deal directly with foreign firms 
on government contracts, officials admit such local representatives 
are usually necessary in alerting the foreign businessman to trade 
opportunities, making introductions and contacts, and preparing 
translations, not to mention securing the inevitable difficult-to- 
obtain, last-minute hotel reservation. 


The greatest advantage enjoyed by US businessman in the 
Syrian market is the quality and reputation of his product and 
service. Furthermore, some of the best regarded American enterprise 
coincide elegantly with Syrian economic development needs. The 
Tripco joint venture signed in May, 1975, publicly signalled an 
opening to West for the Syrian petroleum industry, hitherto 
dominated by the Soviet Union and Eastern Europe. The government 
desires to involve American firms in all phases of its growing 
petroleum industry including exploration and drilling (in partner- 
ship with the Syrian Petroleum Company), pipeline construction, 
refinery and oil field,equipment sales, and services contracts. 
America's excellent reputation in irrigation technology and 
agricultural development should help American firms seeking to 
assist Syria in developing this key sector. One US firm has 





already won a modest contract for a land development study and 

pilot project using sprinkler irrigation systems on the Mediterranean 
coast. Other promising fields for US enterprise include housing 

and community development (Syria plans the construction of a number 
of "new towns" over the next quarter century and some 90,000 

housing units under the Fourth Five Year Plan), design and 
construction of tourist facilities, development of communications 
systems, and sale of vehicles, medical equipment and technology, 
textile machinery, and construction, agricultural, and materials- 
handling equipment. 
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INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- @ Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 


statistical information for the 
United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


@changes in Key Competitive Indicators 


3 Basic Data For Indicators 


Data are presented in four sec- 
tions. @notes And Sources 
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business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 
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